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PRESIDENT’S REPORT TO 
THE SHAREHOLDERS 


| am pleased to present our Fourth Annual Re- 
port which reflects a year of continued progress 
and increased profits. During the year ended 
October 31, 1968, we have benefited from ex- 
pansion made in past years, and we have taken 
further significant steps which will assist the 
Company in the future. In this report | will ex- 
pand these comments, and provide some back- 
ground on each division of our group. 


Merchandising Building Supplies 


Doman Industries Limited operates six outlets 
in British Columbia, which include retail lum- 
ber and building supply yards in Victoria, Dun- 
can and Nanaimo; wholesale lumber and build- 
ing supply yards in Victoria and Surrey; and a 
large materials assembly yard at Chemainus. 
The Surrey operation which was opened in 
November, 1968, is situated near the new Guild- 
ford Shopping Centre, and is strategically loca- 
ted in one of the fastest growing areas of B.C. 
Most of the land and all of the buildings of these 
six divisions are owned by the Company. Sales 
volume of these divisions totalled $5,458,000 in 
1968 compared with $4,532,000 in 1967, and 
continued growth is anticipated. 


Sand, Gravel and Ready Mix Concrete 


Complementing the lumber and building supply 
outlets is a wholly owned Duncan based subsi- 
diary, Armour & Saunders Ltd. This company 
is a sand, gravel and ready mix concrete sup- 
plier which has its own aggregate deposits, 
washing plant and concrete batch plant, to- 
gether with modern ready mix delivery trucks, 
sand and gravel trucks, and related equip- 
ment. Gravel deposits and plant are located on 
land owned by the Company. 


Transportation 


The transportation business of the Company 
includes hauling licenses throughout the Pro- 
vince of B.C. and is conducted by three wholly 
owned subsidiary companies, Doman’s Trans- 
port Ltd., Doman-Marpole Transport Ltd., and 
Doman’s Freightways Ltd. with operating bases 
in Vancouver and on Vancouver Island. These 
companies operate a fleet of 42 diesel tractors, 
13 gasoline tractors and 89 trailers together 
with specialized hauling equipment. This equip- 
ment is in new or near new condition, and is 


maintained at a large well-equipped Company 
shop and service depot in Duncan. These facili- 
ties are also available for maintenance of 75 
pieces of specialized mobile equipment owned 
by the other divisions. Sales volumes in 1968 
$2,068,000 up over 1967 $1,837,000 with steady 
growth being experienced. 


Lumber Manufacturing 


For a number of years the Company has opera- 
ted small sawmills on Vancouver Island in order 
to produce lumber for its building supply out- 
lets. This sawmill development culminated in 
the completion in 1967 of a large sawmill at 
Ladysmith, B.C. Ladysmith Forest Products 
Ltd. which owns this new plant is held 75% by 
Doman Industries Limited with the other major 
shareholder being Pacific Logging Co. Ltd. The 
plant utilizes logs which until recently were con- 
sidered too small for efficient conversion to 
lumber. Ladysmith Forest Products Ltd. has 
pioneered a highly successful process which 
overcomes the problems previously encountered 
in handling small logs and converting them to 
lumber. In February 1968, the plant was put on 
a two shift basis and from that date Ladysmith 
Forest Products Ltd. has made significant con- 
tributions to earnings. In 1969 the plant was 
put on a three shift basis, and is operating 
around the clock on each week day. The saw- 
mill will produce over 70 million board feet of 
lumber per annum most of which will be sold 
on the export market. Sales volumes 1968 
$3,943,000; 1967 $151,000. Sales will be signi- 
ficantly increased in 1969. 

In 1969, Nanoose Forest Products Ltd., a wholly 
owned subsidiary of Doman Industries Ltd. has 
completed construction of a sawmill designed 
to cut timbers and specialty items to supply 
the company’s local and export customers. 
This is the first stage of a complex at Che- 
mainus, B.C., which will include the Sawmill, 
a Timber Sizer or Planer and a Moulding 
Machine or Sticker. This project will be com- 
pleted in 1969, and is expected to greatly 
strengthen the competitive position of the Com- 
pany’s lumber and building supply outlets. 


Logging 


In conjunction with the Company’s expansion 
which has resulted in it becoming a major pro- 
ducer of lumber, Doman’s has developed log- 
ging operations in coastal B.C. and on Vancou- 


ver Island. The Company has been actively pur- 
suing the acquisition of timber and timber cut- 
ting rights and several interesting situations are 
currently under consideration. In January 1969, 
the Company purchased a substantial Timber 
Sale Harvesting License at Jervis Inlet, fifty 
miles north of Vancouver. This operation, 
acquired as a going concern, includes logging 
equipment, camp and roadway development 
presently capable of producing over twenty 
million board feet per annum. Logging opera- 
tions will commence in February, 1969, and it is 
expected that some 10 million board feet of 
logs will be produced in the current fiscal year. 
This operation will be carried out by O.B. Log- 
ging Co. Ltd., a wholly owned subsidiary. 


Employees 


Much of the rapid growth experienced by our 
group has been made possible by the dedicated 
efforts of our employees who presently number 
275 on a permanent full time basis. Additional 
people are employed on a part time basis, and 
by contractors working for the Company. The 
average age of those on our permanent staff is 
currently 35 years. 


Shareholders 


The Company has 505 common shareholders 
and 699 preferred shareholders. While B.C. 
residents are in the majority, the share registers 
include residents of all ten Canadian Provinces, 
the United States and the United Kingdom. 


General 


The operations of the group are closely integra- 
ted and emphasis continues to be directed to 
strengthening the Company’s long term compe- 
titive position. Each division is regulated on a 
daily operating control basis under an overall 
Company policy which emphasizes productivity. 


Outlook 


The Company is now established in the forest 
industry and in the service areas outlined above. 
Many advantages accrue from this vertical inte- 
gration, and it is our intention to continue a 
policy of expanding whenever profitable oppor- 
tunities arise. 


The outlook for 1969 is excellent with increased 
profits anticipated and further progress indi- 
cated. 


Respectfully submitted, 


IEE 
H. S. Doman, President. 


Duncan, B.C. 
February 21, 1969. 


FINANCIAL HIGHLIGHTS 


1968 
SACS EMR er ie ah tert nee. ie hid 4 $10,486,069 
Earnings Before Income Taxes ...............0..cccccccccee 735,057 
BGSSMINCOMO, LAXCS ce) wae ghee Co 403,961 
INGUREASNINOG se ioc cst PON Ge a accepts eas 331,096 
Less Preferred Dividends 20.00.00... .occecceeceeeeees 63,050 
Net Earnings Available for Common Shares ........ 268,046 
Earnings Per Common Share ..........0......ccccceeeeeee 75 
CUITENIRASSOIS Es ko tlie tte atch tae tke: $ 3,588,436 
REUUVONCLIADILIOS t.ho eee sbi e eho eescevseess 2,517,869 
WVORRING EC ADIOlN eee pres Skee) Ul eae | ae 1,070,567 
Fixed Assets — Net 00000... ccccceeceesseeetsseeeeenes 2,861,629 
GOTT TERS SONS tre ech nu catecate ete Sc ctaneuda lap Aibeas 494,480 
Long-Term Indebtedness .0.0......00.0.cccccesceeeesseeesneee 1,490,974 
Deferred Income TaxeS .0............cccccccesseeseeperseeseees 444,761 
MECIOMOORONALOS ee. tetas css dl nice sactevonsevecosoess dee 970,000 
Common Shareholders’ Equity .....00.0....0...ce 1,469,254 
Interest of Minority Shareholders ...........0..0........ 51,687 


1967 
$8,362,126 
314,729 
156,400 
158,329 
56,550 
101,779 
29 


$2,802,367 
2,455,576 
346,791 
2,728,026 
461,208 
1,123,212 
244,700 
970,000 
1,201,208 
(3,095) 


FOUR YEAR COMPARISON OF OPERATING RESULTS 


1968 
HEE 3) ul Sh IC RSE RAN Crean ROR Un $10,486,069 
Cash Flow from operations ..................c0:ceseeeeeeees 1,001,781 
Net earnings (excluding profit on sale of 
HXGCERASSOIS) psec rhc sroees. te dete peckaus Vondea tans 331,096 
Profit on sale of fixed assets ...........0..0.. ee — 
POTETIOC$ \CIVIGENGS .c.ccccccteise ech ccgecason teaecesonescdendevanceoe 63,050 


1967 
$8,362,126 
428,981 


158,042 
287 
56,550 


1966 1965 
$7,011,818 $5,981,820 
530,797 503,446 
183,979 149,915 
6,166 86,756 
37,050 27,788 


FOUR YEAR COMPARISON OF FINANCIAL POSITION 


1968 
RIXQOUASSOLS ULINOL). 2: etaecckescnsttaeerige-bsvenmtavssaegsedastodaven $ 2,861,629 
Long term debt (net after current portion) .......... 1,490,974 
WORKS! CoA DILAL mies totes carastitns oneness bv stunacssr eos eversoepersk 1,070,567 
SSITALOMICLCIOTS 70 ECQUIRY (12 cct- sos Co davisscatiesosacecnoudeass domeieor-es 2,439,254 
Deferred Income Taxes (Fully provided 
TORMTIE I GSEICCOUIS) ii vac io dia seas cdars scyce sncesareivonvects 444,761 


1967 
$2,728,026 
1,123,212 
346,791 
2,171,208 


244,700 


1966 1965 
$1,986,637 $1,582,983 
544,446 636,333 
238,505 561,303 
1,709,318 1,625,018 
235,700 182,700 


DOMAN INDUSTRIES LIMITED 


(Incorporated under the laws of the Province of British Columbia) 


Consolidated Balance Sheet at October 31, 1968 
(with comparative figures at October 31, 1967) 


ASSETS 
Current Assets 1968 1967 
Cash on hand andiin bank 24...)..25. ee eee $ 15,904 $ 31,097 
Marketable securities, at COSt 0.0.0.0... ccc cc ecenteeceeeseetenretseseeses — 29,985 
Accounts receivable w..ei6. 5) 2 ee a ee ee ene 1,746,435 1,258,501 
Inventories (Note 6) \) ise :.hsicnc kc ae ee ee ee 1,752,673 1,333,529 
Prepaid Expenses 2... ..f:/scccglcaticah 2d Ree eee ee 68,718 81,067 
Advances to associated COMPANIES ...............6 cece cestteeetecceseeteees 4,706 39,615 
Principal portion of mortgage receivable within one year .............. — _ 28,573 
"3,588,436 2,802,367 
Investments and Receivables Other Than Current 
Special refundable tax’): .i.:cu.20) cee ee ae eae ee 14,007 12,796 
Other a ae aaa 41,766 56,312 
55,773 69,108 
Fixed Assets, at cost (Note 3) 
Buildings, machinery and equipment ..................00000.c cee 3,541,459 3,153,741 
Less accumulated depreciation oo... cccceeetteeccesteessereees 982,912 712,763 
2,558,547 2,440,978 
WET lo nae ener AURORE RIOR ER Lorne Ghai Ti. MU OEMS Rae Che 209,877 139,445 
Timber holdings and logging roads, less amounts 
written off $266,575 (1967 - $178,583) ooo... ese veeenesescev ene eoe 93,205 147,603 
2,861,629 2,728,026 
Intangibles and Deferred Charges (Note 4) 
Deferred preproduction expenses, less amortization ...................... 173,645 203,754 
Other deferred charges, less amortization ..........000.0.0cceceeee 76,716 _ 
Excess of cost over book values on acquisition of shares 
in subsidiaries 335307 ee Oe ee eee 188,346 188,346 
438,707 392,100 
Approved on behalf of the Board 
H. S. DOMAN, Director 
J. C. DAVIE, Director 
$6,944,545 $5,991,601 


LIABILITIES 


Current Liabilities 
Bari ACdVANCOS:| SCCUTOG ose so eis dicc se looteec chs sos dacecsetasbsslcboncaustlil bu accede 


Accounts payable and accrued liabilities 
Income taxes payable 


Diglelais =\6\e(a\wio\w/a\eie\s\ 95 4)4\n opie d/o 10,0410 0d 6.41440 bow 05 es 06 4p ne ai¥is.b sin nls @alels eb /ase dis alaie 


Due to directors, officers and shareholders 


Principal instalments due within one year on long-term debt 


2,517,869 


Long-Term Debt (Note 7) 


Less principal instalments included in current liabilities 


Deferred Income Taxes (Note 5) 


Interest of Minority Shareholders in Subsidiary Company 


SHAREHOLDERS’ EQUITY 
Capital Stock (Note 8) 
Authorized 


117,000 6% % cumulative redeemable convertible 
preferred shares, par value $10 


1,000,000 common shares without par value 


Issued 
97,000 preferred shares 


Siuraieiafessieiwlpitilaielel aliases tials iti araisi@, je. \ete\e sialeleeleielalelevevate ti scaipibibie ale bis # (via ale 


357,000 common shares 


Retained Earnings 


1968 


$1,166,111 


951,561 
124,326 

9,042 
266,829 


1,757,803 
266,829 


1,490,974 
444,761 


51,687 


970,000 
286,250 


4,256,250 


1,183,004 


2,439,254 


1967. 
$ 979,657 
1,102,511 
148,795 
4,483 
220,130 
2,455,576 


1,343,342 
220,130 
1,123,212 


244,700 


(3,095) 


970,000 
286,250 


1,256,250 


914,958 


2,171,208 


$6,944,545 $5,991,601 


Consolidated Statement of Earnings and Retained Earnings 
Year Ended October 31, 1968 (with comparative figures for 1967) 


Sales of products, merchandise and services 


Deduct 


Cost of sales, selling and administration expense (Note 2) ............ 
Depreciation (Note 3) .i:c.c.c.c ios. etce cheer eee eee 
Depletion of timber and amortization of roads (Note 3) .................. 
Amortization of deferred preproduction expenses (Note 4) ............ 


Interest on long-term debt (1967 - excluding $26,020 
charged to deferred preproduction expenses) .............000....0ccc 


Provision for income taxes (Note 5) 


Currently payable icc ccicsilethesises: ete teea irene: ha nen ee ae eee 
Deferred ne iicccict ccc Li ciaddie oonatsecootihibnes co ao ttebnar Sere c Renn aa nde eee eae 


Earnings before minority interest ....00..00000.0.000. eee 


Interest of minority shareholders in earnings (loss) of subsidiary .... 
Net earnings for year..cu ae eee ee ee 


Retained earnings at beginning of year ooo... cee ceeeeeeeeeeeees 


Financing costs written Off acne eco cee eee ee ce 


Dividends'on | preferred shares ....0..5.000 chick ee eee eee, 


Retained earnings at end of year, carried to balance sheet.. 


1968 


$10,486,069 


9,149,114 
285,243 
89,932 
34,729 


137,212 


9,696,230 


789,839 


789,839 


203,900 
200,061 


403,961 
385,878 


54,782 


331,096 


914,958 


1,246,054 


63,050 


63,050 


$ 1,183,004 


1967 
$8,362,126 


7,707,681 
195,261 
69,511 


78,351 
"8,050,804 
~ 811,322 

287 
311,609 


147,400 
9,000 
156,400 
155,209 
(3,120) 
158,329 
853,068 
1,011,397 
39,889 


56,550 
96,439 


$ 914,958 


Consolidated Statement of Source and Application of Funds 


Year Ended October 31, 1968 (with comparative figures for 1967) 


Source of funds 
Operations 
Net earnings for the year 


Charges against earnings not representing 


a current outlay of funds 
Depreciation and depletion 


Deferred income taxes 


Amortization of deferred charges 


Interest of minority shareholders 


Total funds from operations 


Issue of securities 
EFOLCEIOCESHATCS renee ec deed oe hc OP) Blur a ed Pe ge 


Piste OMmOaAg a DONUSie.y geyte yet e Sea. eed ta, ee ee 
Debentures 


Sale of fixed assets CLEA | En ete b CR eae ce Se RT Comm 2 AG a 
Reduction in investments and receivables other than current ........ 


Application of funds 
PACH TELOP IS aL Oati KOC SASSOES soc eyed cus oe dager: «sce p doe cabeang etre epee: 
DIGLERLGCUSC IAI QOS et hee cche gts ce nica ee Re 10s Lcoqos due pase seme EEE 
First Mortgage Bonds—amounts repaid and currently maturing .... 
Net reduction in long-term debt other than bonds and debentures 


Dividends paid on preferred shares .........0...0....ce SOS DERN are Wal 


INGCreaSE AN WOKING CApItal (isicvidee terete ecie cscs lensedaeeentearmapecstenronees 
Working capital at beginning Of year oo... cc eetetettetteneneenes 
Working capitalrat ONG Of YOAli swan tatu. .kucmwnd dgeon Nunn ien manent 


1968 1967 
$ 331,096 $ 158,329 
$75,175 264,772 
200,061 9,000 
40,667 -— 
54,782 (3,120) 
— ~ 400,000 
300,000 700,000 
111,100 250,000 
257,322 = 
668,422 1,350,000 
= 39,889 
668,422 1,310,111 
862 9,618 
13,335 —s«3,885 
~ 1,684,400 1,752,595 
509,640 1,015,779 
87,274 200,746 
52,500 87,500 
248,160 283,734 
63,050 56,550 . 
960,624 1,644,309 
723,776 108,286 
346,791 238,505 


$1,070,567 $ 346,791 


Notes to Consolidated Financial Statements 
Year Ended October 31, 1968 


. BASIS OF CONSOLIDATION—The consolidated financial statements include the accounts of all subsidiary 
companies, all of which are wholly-owned except Ladysmith Forest Products Limited, in which ownership 
was increased from 70% to 75% during the year. 


. DIRECTORS’ REMUNERATION—Fees to directors and full remuneration of officers and employees who 
are also directors totalled $85,975 for the year (1967 - $72,955). 


3. FIXED ASSETS AND DEPRECIATION—Depreciation is recorded on a straight-line basis at rates based on 


the estimated useful lives of fixed assets. These estimated useful lives range between five to ten years for 
automotive equipment, ten to fifteen years for other equipment and twenty years for buildings. Costs of 
timber holdings and logging roads are written off as timber in the area is removed. 


. DEFERRED CHARGES—Deferred preproduction expenses, which represent the net cost of operating the 
Ladysmith sawmill through the period of completing construction and running in, are being amortized by 
regular charges to income over five years starting January, 1968. Other deferred charges consist largely 
of deferred finance fees, amortized over the life of the debt. 


. INCOME TAXES—The companies have followed the practice of charging earnings with both the income 
taxes currently payable and the amounts deferred through claiming capital cost allowances in excess of 
the depreciation recorded at appropriate straight-line rates in the accounts. The accumulated amount of 
these deferments is recorded in the balance sheet as ‘Deferred Income Taxes”. 


- INVENTORIES 1968 1967 
LOGS - ede fae Re ec as. Ree ora $ 664,945 $ 330,511 
Lumber dou tte ht 2k, ARR Pee een a 625,630 641,647 
Merchandise | ci [nj20scc5k eran has eee ie es enn ge 387,907 296,505 
Supplies iyo. 05 toon el Oe Vier cent or a ea 74,191 64,866 
$1,752,673 $1,333,529 


Logs and supplies are valued at the lower of cost and replacement cost; lumber and merchandise are 
valued at the lower of cost and net realizable value. 


Principal 
Amount instalments 
. LONG-TERM DEBT October 31, due within 
1968 one year 
9% % First Mortgage Bonds, Series ‘‘A”, payable in 40 quarterly 
instalments commencing October 15, 1967 .............cccccccececceceeteeeeeteceeeeteetes $ 612,500 $ 70,000 
9% % First Mortgage Bonds, Series “B”’, payable in 40 quarterly 
instalments commencing April 15, 1968 0.0.0.0... centeeceeeereeerentrreenerees 277,500 30,000 
7% Debentures of Ladysmith Forest Products Limited, held by its 
shareholders, payable from 1970 to 1974 ooo... ese cceeteceteeeeceneetereeeenees 361,100 —_— 
Equipment contracts at various rates of interest, payable monthly ................. 362,030 150,699 
6% loans from shareholders) i) ie, oink ter eee ths eee ne eee 67,483 — 
Other agreements payable (oii i.3.ciidin lees tinice eo pee ti retake eon ease nee ra 77,190 16,130 


$1,757,803 $266,829 


The Trust Deed securing the issue of the company’s First Mortgage Bonds contains normal provisions 
restricting the redemption of share capital, limiting amounts of fixed asset and long-term lease expendi- 
tures, and requiring the maintenance of specified levels of working capital. The Company has the right to 
call the Series “A” Bonds for redemption in whole or in part after March 1, 1970, and the Series “B” 
Bonds after January 26, 1973. 


8. CAPITAL STOCK—Preferred shares are redeemable at $10.65 per share unless converted within the 
thirty day period of notice. 


At October 31, 1968, 181,333 unissued common shares were reserved as follows: 


(a) 129,333 for conversion of 97,000 Series ‘‘A” preferred shares on basis of 1% common shares per pre- 
ferred share, such rights being exercisable at any time. 


(b) 40,000 against exercise of 40,000 common share purchase warrants, issued in 1967 and exercisable 
until December 31, 1976, entitling the bearer to purchase one common share at $7.00. 


(c) 8,000 against exercise of stock options granted to directors (7,000 exercisable at $5.00 on or before 
January 1, 1972) and employees (1,000 exercisable at $5.00 on or before June 10, 1973). 


(d) 4,000 against further issuance of stock options to key employees. 


9, SUBSEQUENT EVENTS—After October 31, 1968 the company acquired, through a share purchase, a Tim- 
ber Sale Harvesting Licence and related logging assets. The budgeted outlay on this acquisition is ap- 
proximately $850,000. 


Auditors’ Report to the Shareholders of Doman Industries Limited 


We have examined the consolidated balance sheet of Doman Industries Limited and its subsidiary companies at 
October 31, 1968 and the consolidated statements of earnings and retained earnings and source and application of 
funds for the year then ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies at 
October 31, 1968 and the results of their operations and the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the pre- 
ceding year. 


December 14, 1968 THORNE, GUNN, HELLIWELL & CHRISTENSON 
Vancouver, B.C. Chartered Accountants 


7 
ee A 
iat CF 
t 
ae 
te 
it 
ee 
5 
j 
i 
‘\ 
4 
jw 
4 
j 


My SP a a 


Nain 
t%, 


: : i eet hea 
(ea ae Maint AER rs) 


. a, He | 
Ta ality RE ie 
1 io 1 ae b 
} 
me 
; \ 
} " 
: af bowl 
x f 
" H 
Pt 
yy xt 
it 
t 
i 
x { ue 
y "% 
haat" 
oe ‘ 
A ‘iG 4 %4 .* 
a by) 
tua i 
ae 
' , 
i ' ) f , 1 } 1 , ih M 
ey (EC en ee oi i AF AKU, 
PA i eee } 
{ ‘| . u 
i } : 
eal § ou ert : 
MO A 
‘s A | 
, A Se: 
Py dade Le 
i 0 Cann ae 
\! ray fon a Ag 
“A i ra « hy 
uf + NaN ad tated ge 
gi 3) pat 
‘ aa ? 
hy i. 


1 
a 


i cee iat a b 
nen Raa 
: a, he 
‘ ¥ tee ms uh 
paey Pmt 


] vi \ i y7 
ks ct a 
Seal i 
i" { 
Wate 
‘ j sl 
b xf Lae ay Hi 
ru 
' t Py i, 
, eu 
1 
ae | ] 
lan 
| 
il } f ‘ Nw ae, ‘a in sai ally nel Wed e)) 
{ iM y ! 4 / t i Wy aad 
ba! Ae es Y VOW: (hay ae i Uren KS 
i i 4) Pine ei 1 es \ r : abe TaN y 
r ard Me UC LN a j 
ty ie id 
: : mt . 
{ y 
Ni 
i 
i | } 
ni 
{ \ Ve 7 Wh a 
Mat fren ae 
i AR 4 Ht " fy : i) 
‘ vif 
i ee | f 
i ia 
| j L “ay iA 
\ ( 
Vy H Vea 
is ny athe | 
J po fn He OTC det 
7 i Ri eh 
i) t 
~ + hs \ 
X ‘ f \ i, 
i nat NA 
\ 
! Wa ay A 
pn } yi Ine 
hae Ae ; thy 
\ ‘ F ie! PA 
‘ Tbh Avia ¢ Li 
Nae | A ie ee ee 4 
TERE 
Ma j 
{ 
Bee 
} 
{ j 
j ' 
i 
; ‘ 
a 7 it 
‘ eae ie 
J . FS PR ead aa 
i imbue | 4 i \ 
\ ¥ ; ar) A al i 
( VA) if: 
14s r 
; it CoRATAE te (wi H 


ia te, A 
}} ’ 


veh’ 
p siite 
bei 


AR38 


PRESIDENT’S REPORT TO THE SHAREHOLDERS 


| am pleased to submit to you the results of your Com- 
pany’s operations for the first and second quarters of 
the current fiscal year. 


The highlights of the operating results are as follows: 


First Second Total for 
Quarter Quarter the Six 
Ended Ended Months Ended 

January 31, April 30, April 30, 

1968 1968 1968 

$ 000 $ 000 $ 000 


(thousands (thousands (thousands 
of dollars) of dollars) of dollars) _ 


Salesiuoa ce nena 1,917 29373 9@ G4,290_ 
Earnings before 

Income Taxes .......... 27, 102 129 
Less Income Taxes .... 4 48 52 
Net Earnings. 3 407naes 23 54 res 
Less Preferred 

DividendSae... eae 16 16 32 


Net Earnings ‘ 
Available for aes Pi er fr 
7 38 { 


Common Shares .... 


Earnings per Common 7 a ie 
Sharegeh see $ .02 Seed Rupr tS 4, 


It will be noted that seasonal factors affect the first 
quarter, and that business begins to pick up with the 
advent of fair weather. If operations continue unin- 
terrupted in the third and fourth quarters your manage- 
ment foresees a continued improvement in operating 
results. Our new sawmill at Ladysmith, B.C. is showing 
a good profit in the second quarter, and in the months 
of April and May, 1968, has exceeded its forecasted 
performance. This part of our business is expected to 
show particularly good results if the plant is able to 
Operate without loss of time due to labour unrest 
during negotiations presently before the Coast Lumber 
Industry. 

Comparative figures for 1967 have not been included 
in this report because the operations for the two 
periods are not clearly comparable. Rather a compari- 
son of the first and second quarters of the current year 
is considered more meaningful. 


DOMAN INDUSTRIES LIMITED AND 
SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND 
APPLICATION OF FUNDS 


FOR THE SIX MONTHS ENDED APRIL 30, 1968 


SOURCE OF FUNDS 
Operations - net earnings before 


MINOEMYRINTGrESts ge tan. eee seen tee ee, $ 84,449 
Non-Cash charges- Depreciation ........... 145,271 
- Depletion and road 
amortization ........... 26,613 
- Amortization of pre- 
production costs... 13,584 
- Deferred income 
TAX OS ashen ts Meroe 19,306 
Issue of Securities 
RoyNat Ltd. Series B Debenture .............. 300,000 
Pacific Logging Co. Ltd. Debenture ........ 55,550 
T. W. MacKenzie Logging Co. Ltd. 
Debenturerts ts: eek tact cee: seers tem obs 55,550 
SUNY pope) re Nene ar ined ae con RL RC 6,325 
hota tase ete oe ahs sete as dee Ree ocak a MOE ie $706,648 


APPLICATION OF FUNDS 


FIXEd ASSETS uc ikn eer Rune rae n nahi aati: ST Aa fe ee 
TD GTI DO DTG ah wee leu tans, adnate men Ni ait Bae: 133,992 
Preferred: DIVIGENdS ic wit es a 31,526 
FOUG icte cet r ieitk b aceteanietaen Seti re tras eb oviekae Alan fa $236,649 
Increase in Working Capital ....00.0000000000... $469,999 
Working Capital October 31, 1967 .................. $346,791 


WORKING CAPITAL APRIL 30, 1968 .............. $816,790 


Turning to the financial position at April 30, 1968, the 
main items are delineated below, (with comparative 
figures at October 31, 1967): 


April 30, October 31, 
1968 1967 
$ 000 $ 000 

(thousands (thousands 

of dollars) of dollars) 
Current. Assetsia ae 3,084 2,802 
Current Liabilities .....0.......... 2,267 2,455 
Working Capital 0.0... 817 347 
Fixed Assets - Net ................ 2,627 2,728 
Other Assets eee eee 436 464 
Long-Term Indebtedness .... 1,400 Liles 
Deferred Income Taxes ........ 264 245 
Preferred Shares .................. 970 970 

Common Shareholders’ 

EQuity (ice) Cnet ine ie 1,246 1,201 


Book Value per 
Common Share .................. $3.49 $3.36 


Our working capital position is sound having increased 
by $470,000 in the six months to a total of $817,000 at 
April 30, 1968. No further outside capital is required 
to sustain profitable operation of the existing facilities. 


|! am pleased to report that in line with my comments 
which accompanied our 1967 Annual Report the Com- 
pany has taken significant steps to strengthen its 
management, which is being organized on a functional 
basis. 


Productivity continues to be our main objective, and 
we are directing every effort to becoming more efficient 
and competitive in order to continually improve the 
operating results and the underlying financial strength 
of your Company. 

Respectfully submitted, 


ES 


June 10, 1968. President. 
Duncan, B.C. 


DOMAN INDUSTRIES LIMITED AND 
SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE SIX MONTHS ENDED APRIL 30, 1968 


Sales - Products, merchandise and 


SEEVICGS Me ee aera ee TR eT “$4,289,769 ne 
Deduct: 
Production, selling and administration 
EX DOTISO Mitre a REI RtE e em roti, 3,865,907 
DODKCCIAN Ofimee ui meri Soler i once lea cs 145,271 
Depletion of timber and amortization 
OPT OAC Surman ene hired: uy 26,613 
Amortization of preproduction expense .. 13,584 
Interest on_ long term debt 2.0.0.0... 64,000 
Bank interest and charges ........................ 37,729 
$4,153,104 


Earnings before income taxes and 
ENIMMOPUVaMInteLeS Lean, Batic: Grek ot oha cate. 136,665 


Deduct - provision for income taxes 


CUCEENLY DAV Alo merte oh erat unc erddobes 32,910 
DEICT TOG mere ter nh AiiWs. ies acer Ree ek ao dne 19,306 
52,216 

Earnings before minority interest ...........0...... 84,449 


Deduct - interest of minority 
shareholders in profits of 
Ladysmith Forest Products Ltd. 00.00.00... 7,809 


= aT 
NET EARNINGS FOR THE PERIOD. ............ $ 76,640) 
—— 


